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MONDAY, JULY 16, 1956 


Unrrep Srares SENATE, 
SUBCOMMITTEE ON AGRICULTURAL PRODUCTION, 
MARKETING, AND STABILIZATION OF PRICES OF THE 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 
The subcommittee met, pursuant to notice, at 10:25 a. m., in room 
324, Senate Office Building, Senator George D. Aiken presiding. 
Present: Senators Aiken and Young. 
Also present: Senators Smith of Maine, Hickenlooper, and Scott. 
Senator Arken. The committee will come to order, and the sub- 
committee is meeting this morning to hear witnesses on S. 4156, a bill 
introduced by Mrs. Smith of Maine for herself and several other 
Members of the Senate to assist the United States cotton textile indus- 
try in regaining its equitable share of the world market. 
Senator A1rkeN. We are glad to have Mrs. Smith here in-person this 
morning and invite her to address the subcommittee at this time. 


STATEMENT OF HON. MARGARET CHASE SMITH, A UNITED STATES 
SENATOR FROM THE STATE OF MAINE 


Senator Smrrn. Mr. Chairman, I introduced this bill, S. 4156, after 
consultation with representatives of the textile industry, and they are 
here today to testify in detail on the bill, and I haven’t anything to 
add to what they say except I hope the subcommittee will act favor- 
ably and the full committee will act in time to get action by the Senate 
on the floor. 

The textile industry and textile workers will appear for the bill. 

Senator Arken. I thank the Senator from Maine. I am sure if 
anybody can get that objective reached before the end of this session, 
that the Senator from Maine can do so. We have also with us this 
morning Senator Scott from North Carolina, another sponsor of the 
bill, Senator Scott? 


STATEMENT OF HON. W. KERR SCOTT, A UNITED STATES SENATOR 
FROM THE STATE OF NORTH CAROLINA 


Senator Scorr. Mr. Chairman, I think our people have checked it 
over and think it will definitely help, as these people will testify in a 
moment. I wanted to add to Senator Smith’s comment about the 
matter. We have checked it with our people down there and we 
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are in a cotton mill and cotton-growing area. They think it will 
help all the way around. 

Senator Arken. Thank you, Senator Scott. 

Without objection, S. 4156 will be printed in the record with a list 
of the sponsors. 

The next witness is Marvin L. McLain, Assistant Secretary of the 
United States Department of Agriculture. 

Senator Suiru. Mr. Chairman, may I say at this point that Senator 
Bridges and Senator Barrett called just after the closing of the bill 
so their names are not listed in the list of sponsors. 

Senator Arken. Their names will be included as sponsors of the 
bill. 


(S. 4156 and its sponsors are as follows:) 


[S. 4156, 84th Cong., 2d sess.] 


A BILL To assist the United States cotton textile industry in regaining its equitable 
share of the world market 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the purpose of this Act to assist the 
United States cotton textile industry to reestablish and maintain its fair histori- 
cal share of the world market in cotton textiles so as to (1) insure the continued 
existence of such industry, (2) prevent unemployment in such industry, and (3) 
allow employees in such industry to participate in the high national level of 
earnings. 

Sec. 2. (a) In order to carry out the purpose of this Act the Secretary of 
Agriculture is authorized and directed to make available to textile mills in the 
United States during the fiscal year ending June 30, 1957, and each of the four 
succeeding fiscal years not less than seven hundred and fifty thousand bales of 
surplus cotton owned by the Commodity Credit Corporation at such prices as the 
Secretary determines will allow the United States cotton textile industry to re- 
gain the level of exports of cotton products maintained by it during the period 
1947 through 1952. Cotton shall be made available to a textile mill under this 
Act only upon agreement by such mill that such cotton will be used only for the 
manufacture of cotton products for export. 

(b) The Secretary shall announce, not later than September 1 of each year for 
which surplus cotton is made available under this Act, the price at which such 
cotton is to be made available and thereater for a period of thirty days shall ac- 
cept applications from textile mills for the purchase of such surplus cotton. In 
the event the quantity of cotton for which application is made exceeds the 
quantity of such cotton made available for distribution under this Act, the cotton 
made available for distribution shall be distributed pro rata among the mills 
making application therefor on the basis of the quantities of cotton processed 
by such mills during the three calendar years preceding the year for which such 
distribution is made. 

Sec. 3. The Secretary shall promulgate such rules and regulations as may be 
necessary to carry out the provisions of this Act. 

Src. 4. Any person who knowingly sells or offers for sale in the United States 
any product processed or manufactured in whole or substantial part from any 
cotton made available under this Act shall be punished by a fine of not more than 
$5,000, or by imprisonment for not more than five years, or by both such fine and 
imprisonment. 

List or Sponsors or 8. 4156 


Mrs. Smith of Maine, Mr. Kefauver, Mr. Ives, Mr. Scott, Mr. Bender, Mr. Smith 
of New Jersey, Mr. Payne, Mr. Cotton, Mr. Humphreys of Kentucky, Mr. Chavez, 
Mr. Langer, Mr. Green, Mr. Bricker, Mr. Morse, Mr. Murray, Mr. Bridges and 
Mr. Barrett. 


Senator Arcen. Mr. McLain? 
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STATEMENT OF HON. MARVIN L. McLAIN, ASSISTANT SECRETARY 
OF AGRICULTURE 


% 

Mr. McLain. Senator Aiken, I have a very brief statement here I 
would like to get into the record. 

Senator ArkEN. Do you want to read it? 

Mr. McLain. It is very short. It is very much condensed. There 
are some press releases on the back. I will do as you indicate, what- 
ever you want done. 

Senator AIKEN. We will leave that up to you, Mr. McLain. If 
you feel in the reading mood this morning, read it; otherwise we will 
insert it in the record. 

Mr. McLarn. I think I might summarize. 

Senator A1rKEN. Why don’t you do that! 

Mr. McLarty. We feel that this bill suggests doing some things 
that we are already in the process of doing. We have issued two press 
releases which indicate that we are. First of all, let me say we recog- 
nize in the Department of Agriculture that if we are going to export 
raw cotton at the price that the present legislation requests that we 
export it, obviously our own mills that are going to export as they 
normally have, are gong to have to be permitted to get some assistance 
in some manner. We felt that right from the start and so indicated 
right from the start that is what we proposed to do. After the level 
of the price that we were to sell raw cotton was established by law, 
then we proceeded with our working people in the Department to 
contact various people in the textile industry to find out from them 
what they thought was the proper way to handle this problem and we 
are now ready sometime next week to announce the details of that 
program. There is just one or two points. We reviewed the program 
again this last week with several of the people in the industry and 
there are one or two things that they want modified and probably 
we will modify them. We feel that from the contacts that we have 
had that what we are proposing will do pretty much all that this bill, 
that is being discussed here this morning, suggests being done. 

There is one exception to that. We feel that probably the goal of 
this bill which goes back to a certain period is a little unrealistic and 
the prepared testimony I have here so indicates. 

There are many things of course that have entered into why the 
amount of textiles that are exported moves up and down. Like every- 
thing else, war conditions, aftermath of war, threat of war all enter 
into it. We feel that under the program that we have established 
here, if we put our textile people on the same basis as those who 
import the raw cotton, in other words the people on the other side 
who buy our cotton won’t have an undue advantage to those on this 
side who want to make and normally have exported textiles and 
textile products. 

I think that in brief summarizes our attitude. We are in sympathy 
with what this bill tried to do. We feel that the way we are going 
at present, pretty well will do all that this bill suggests with this one 
exception and we also feel that the industry itself is pretty much in 
agreement with the method we are going to use in doing this job. 
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Senator AtkEN. Have you any estimate at this time as to the 
number of bales that you are likely to make the payments on during 
the next marketing year, August 1, 1956, to August 1, 1957? 

Mr. McLarn. I wouldn’t have offhand. I think we can get some 
estimates of that. This bill is very specific on that point, ‘this bill 
that is suggested here, 750,000, I think it is. 

We have no way of knowing, Senator Aiken, just like we have no 
way of knowing for sure what the demand for raw cotton will be 
under our export program. ‘That has been some in excess of what 
we thought it would be. The sales have been running quite a little 
above what we thought it would be. It will be substantial. 

Another point I think we ought to mention here is that the textile 
business is quite complicated. “There are many people here who can 
testify to this better than I. But to indicate that you would trace a 
bale of cotton through from a textile mill until it was finally exported, 
it is a very difficult thing to do and we feel that the approach we 
are making is much wiser and will get the job done much better. 

Senator ArkEeN. I was interested in talking to some prominent Brit- 
ish officials a few nights ago to find that they have exactly the same 
problem that we seem to have here except that they don’t have the 
raw cotton. 

Senator Smith, have you any questions? We will be glad to have 
you come up here and sit with the committee. 

Senator Surrn. Thank you. I would rather that you asked the 
questions, Mr. Chairman. 

Senator Arken. So it is not a problem wholly peculiar to the 
United States. 

Mr. McLarn. We feel that the approach that we are making would 
be less disturbing of international relations than the approach that 
this bill would make. We firmly believe that. 

Senator Arken. Very well. Thank you, Mr. McLain. Your com- 
plete statement will be inserted at the point. 

(Mr. McLain’s prepared statement is as follows :) 

This bill authorizes and directs the Secretary to make available to textile 
mills in the United States during the fiscal year ending June 30, 1957, and each 
of the 4 succeeding fiscal years not less than 750.000 bales of surplus cotton 
owned by Commodity Credit Corporation at such prices as the Secretary deter- 
mines will allow the United States cotton textile industry to regain the level 
of exports of cotton products maintained by it during the period 1947 through 
1952. 

The Department recommends against enactment of this bill for the following 
reasons : 

On February 28, 1956, the Department announced an export program for raw 
cotton under which CCC’s stocks of upland cotton would be made available for 
sale for export on a competitive bid basis for shipment after July 31, 1956. On 
May 21, 1956, the Department announced that the benefits of the export program 
for raw cotton would be extended to cover exports of cotton textiles, cotton yarns, 
and spinnable cotton waste manufactured from American upland cotton. On 
July 12, 1956, the Department issued a press release announcing that assistance 
in the exports of United States cotton products to be shipped on and after August 
1, 1956, will be available through cash equalization payments from the Com- 
modity Credit Corporation to eligible exporters. The details of the cotton 
products export program are practically complete and will be released in the 
next few days. 

The Department believes that the program for cotton products should permit 
the reduced price of raw cotton sold under the cotton export program to be re- 
flected in the price of cotton textiles exported. As a matter of equity, cotton 


textiles exported from this country should be able to compete pricewise in foreign 
markets with goods manufactured from American cotton in foreign mills. If 
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an adjustment reflecting the export price for cotton is not made in the export 
price of textiles, exports will materially decrease. The Department in consulta- 
tion with the industry has developed the cotton products export program which 
will provide for an equalization payment to exporters of cotton products so 
that the price of cotton products exported will reflect the export price for the 
raw cotton content of the products exported. 

In developing the cotton products export program, the Department consulted 
with representatives of the various segments of the cotton textile and cotton 
waste industries. In these discussions many alternative approaches to the 
attainment of the objective were thoroughly discussed including the sale of 
CCC-owned cotton on a substitution basis to domestic mills. It was the con- 
sensus of these representatives that a program providing for an equalization 
payment in cash to the actual exporter of cotton products would be preferred 
by the various segments of the industry over any other possible program. The 
primary objections raised to programs involving a reduced sales price on the 
raw cotton to domestic mills was based on the fact that only about 10 percent 
of the cotton textiles exported are exported by integrated mills; namely, mills 
which have sales organizations and make export sales of cotton products. The 
other 90 percent of exports are made by persons or firms other than manufac- 
turers. A large part of the exports are made by jobbers, brokers, and others who 
have no connection with or knowledge of the processing of cotton. 

Most cotton products pass through many hands before they are exported. 
For example, one firm may manufacture the gray goods, another may perform 
the bleaching, dyeing, or other finishing, another may manufacture the finished 
item or wearing apparel, and then the finished item may pass through several 
hands before it is exported. Many items may be manufactured from several 
types of cotton and from material from more than one mill. In fact, in most 
instances, the mill that processes the raw cotton does not know the final end use 
or destination of the finished products. In view of the many ways that cotton 
products are manufactured and handled, it would be almost impossible for cot- 
ton which had been sold at a reduced price for processing into textiles for ex- 
port to be followed through the channels of trade until it was finally exported 
except for integrated mills having their own export sales organizations. In 
other words, it would be impossible for the Department to administer the pro- 
gram properly or to determine that the cotton sold at reduced prices for manu- 
facture into textiles was actually exported. 

The Department feels very strongly that the textile industry should be pro- 
tected against the adverse effects resulting from the export program for raw 
cotton. The cotton products export program already announced will afford this 
protection. However, the Department does not feel that direct Government 
subsidization of the domestic textile industry for the express purpose of increas- 
ing exports to the level prevailing in the period 1947-52 can be justified. Textile 
exports from the United States during the 6-year period of 1947-52 were the 
highest in history. Exports during the early part of the period reflected pent-up 
world demand following World War LI, and the latter part of the period reflected 
demand resulting from the powerful upsurge in economic activity immediately 
after the Korean outbreak. Government subsidization of the domestic textile in- 
dustry in an attempt to restore and perpetuate these abnormal conditions would 
clearly be uneconomic and difficult to justify. Moreover, such action would cause 
serious disruption of our international relations and would inevitably be followed 
by retaliatory measures in other countries. 

We are of the opinion that the Department’s cotton products export program, 
which is an adjunct of the export program for raw cotton, is a sounder and more 
workable progam than the program called for by the provisions of S. 4156; and, 
in view of the difficulties inherent in the administration of this bill, we do not 
believe such legislation is desirable or necessary. 

A copy of the press releases referred to above are attached hereto. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, February 28, 1956. 


USDA ANNouNcES New UpLanp Corron Export SALes ProGRAM FoR SHIPMENT 
AFTER JULY 31 


The United States Department of Agriculture today announced that-it -is 
initiating a new export sales program for Commodity Credit Corporation stocks 
of upland cotton. Under the new program, sales will be made periodically on a 
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competitive bid basis, as under the current special cotton export program which is 
limited to cotton of 15/16 inch staple length and shorter. 

While cotton cannot be exported under the new program before August 1, 1956, 
the program is being announced at this time so that the domestic cotton industry, 
as well as foreign users of cotton, will know the Department’s export. sales 
policy and can begin to make forward sales and purchases. Sales under the pro- 
gram will begin in the near future, as soon as the necessary program details can 
be developed. 

All qualities of upland cotton in the CCC inventory, and listed in the catalog, 
will be available for sale. Cotton sold under the program will be eligible for 
delivery against all sales, including Publie Law 480 sales. 

United States cotton will be made available for export on a competitive basis, 
but sales will be made in an orderly manner to avoid disrupting world market 
prices and impairing the traditional competitive position of friendly countries. 

Export requirements and conditions will be contained in an announcement 
(identified as announcement CN—EX-2) to be issued by the Cotton Division, 
Commodity Stabilization Service. Terms and conditions of sales will be released, 
the catalog will be issued, and all sales will be made by the New Orleans CSS 
Commodity Office, Wirth Building, 120 Marais Street, New Orleans, La., telephone, 
Express 2411. 





UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, April 17, 1956. 


DerraILs oF New Corron Export ProGRAM ANNOUNCED 


The United States Department of Agriculture announced today that first offers 
under the recently announced program of export sales of Commodity Credit 
Corporation stocks of upland cotton will be received by the New Orleans CSS 
Commodity Office, 120 Marais Street, New Orleans, La., not later than 3: 45 p. m., 
c. s. t., April 24, 1956. Any upland cotton listed in the catalog of cotton stocks 
in the CCC inventory will be available for sale, 

Under this new export program originally announced February 28 (USDA 
611-56), CCC stocks of cotton will be periodically offered for export sale on a 
competitive bid basis, but the cotton cannot be exported until after the beginning 
of the cotton marketing year beginning August 1, 1956. 

Cotton purchased under the program will be eligible for delivery against all 
sales, including those made under barter contracts, credit sales under announce- 
ment No. GSM—1 and Public Law 480 (foreign currency), regardless of date of 
sale. 

EXxportation of the identical bales of cotton purchased will not be required, 
provided the substitute cotton is equal in quantity. 

Full details of the program are contained in announcement CN-PX-2 (cover- 
ing general export requirements) and announcement No—C-8 (covering actual 
details of sale), which are available from the New Orleans CSS Commodity 
Office, at the address given above. Telephone: Express 2411. 





Unrtep STatrEs DEPARTMENT OF AGRICULTURE, 
Washington, May 21, 1956. 


Corron Export ProGkRaAmM EXTENDED To CoTToN Propucts 


The United States Department of Agriculture announced today that the bene- 
fits of the recently announced export program for raw cotton will be extended 
to cover exports of cotton textiles, cotton yarns, and spinnable cotton waste 
manufactured from American upland cotton. 

The Department announced on February 28 that it would make Commodity 
Credit Corporation’s stocks of upland cotton available for sale for export on a 
competitive bid basis. Details of that program were announced on April 17. 
Since that time, sales of approximately 234,000 bales have been made under the 
program. 

The extended program is now being developed by the Department. It will 
cover exports on and after August 1, 1956, of cotton textiles, cotton yarns, and 
spinnable cotton waste. Detailed terms and conditions of the program will be 
announced prior to that date. 
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UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, July 12, 1956. 


Corton Propucts Exporr Aip Witt Bre ExtTENpED THROUGH EQUALIZATION 
PAYMENTS 


The United States Department of Agriculture announced today that assistance 
in the export of United States cotton products to be shipped om and after 
August 1, 1956, will be made available through cash equalization payments from 
the Commodity Credit Corporation to eligible exporters. 

On May 21, 1956, the Department announced that the benefits of the previously 
announced export program for raw cotton would be extended to cover exports of 
cotton textiles, cotton yarns, and spinnable cotton waste manufactured from 
American upland cotton. Under the raw cotton export program, sales of cotton 
from CCC stocks for export on or after August 1 are being made on a bid basis 
at competitive prices. Including acceptances announced on June 29, sales under 
this program have totaled nearly 2% million bales. 

Extension of the benefits of the export program to cotton products is designed 
to protect the competitive position of the domestic cotton industry in relation 
to sales of cotton products manufactured abroad from American cotton purchased 
at export prices. The current export sales prices are lower than domestic prices. 
The equalization payments will be based on the raw cotton content in the prod- 
ucts exported. 

Detailed operating provisions of the cotton products export program will be 
developed and announced in the near future. 

The Department also announced today that the Commodity Stabilization 
Service, which will carry out program administration, will establish a special 
office in New York City to handle the program. This office will receive registra- 
tion of export sales, take care of necessary inspections, make payments, and 
handle other administrative details of the new program. 

The special New York office, which will be designated as the CSS Cotton 
Products Export Office, located at 290 Broadway, will be staffed and in opera- 
tion by the August 1 beginning date for export activity. 


Senator A1ken. The next witness is Lester Martin. 


STATEMENT OF LESTER MARTIN, CHAIRMAN OF THE BOARD, 
BATES MANUFACTURING CO., LEWISTON, MAINE 


Mr. Marri. I am chairman of the board of Bates Manufacturing 
Co., Lewiston, Maine. 

Senator Arken. We are glad to have you here this morning. 

Mr. Martin. Thank you, Senator. 

Senator Arken. Do you have a prepared statement? 

Mr. Martin. I have a prepared statement but I am also going to 
speak extemporaneously. 

Senator Arken. Very well. 

Mr. Marrtrn. I operate five mills in the State of Maine. We are 
the largest employer of labor in the State of Maine and, in addition, 
I am president of Consolidated Textile Co., who operated a mill in 
¥ ponlioai Va., and formerly operated 3 other mills, 2 in North Caro- 
line and 1 in North Adams, Mass., which were liquidated because of 
Japanese competition. 

In addition I am in the textile garment business, president of 
Chalmers Knitting Co., Amsterdam, N. Y. Whittenden Manufac- 
turing Co. and I am chairman of the board of the Mojud Co., one 
of the largest hosiery and women’s underwear manufacturers in 
the world. 

I have spent my entire life in the textile industry. The Bates 
Manufacturing Co. has total assets, net assets of over $35 million, 
and my companies have substantially all their capital invested m 
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the textile industry. We are among the largest employers of labor 
and buyers of cotton in the United States. 

In 1953 the Consolidated Textile Co., of which I am president, had 
in active operation, profitably, a 1,800-spindle mill in Lynchburg, Va. 
This mill is still operating, but we just gave our employees 1 month 
vacation instead of 1 week because of overproduction of cotton print 
cloths. This mill is starting up this morning after resting for 1 month 
and we don’t know how long we can continue to operate it. 

We have the Ella Cotton Mill in Shelby, N. C., which was liqui- 
dated last year because it made low cost print cloth for the export 
markets and we were unable to meet Japanese competition. 

This mill was liquidated, the loom sold and the spinning sold and 
it is gone forever. It isa ghost mill. 

We also operated, until June 16 of this year, the Windsor Print 
Works at North Adams, Mass. The town of North Adams is utterly 
dependent, upon this mill for its continued growth and the welfare 
of its people. This mill is a very modern mill with the best and finest 
machinery that could be bought. It is in New England. Some of 
our competitors in the South have a little lower wage rate than ours, 
than we have. Therefore we get hit first by Japanese competition. 
This mill was almost exclusively hit as a segment of the textile in- 
dustry by the importation of shirts from Japan, flannel shirts; the 
Japanese this year will send over 1 million dozen shirts into this 
country in addition to the 314 million women’s blouses or shirts. This 
mill was closed down because we could not find a market for iis product 
after it had been in existence fora hundred years. It was closed down 
directly due to Japanese competition. 

We are running out the stock of our Martinsville, Va., mill this 
month. This mill makes 90 squares and low-count print cloths. It 
cannot compete with the Japanese. It formerly sold most of its prod- 
uct in the world markets. We lost those world markets and this mill 
is closing down. 

Our King Mountain Division, another mill making low-cost print 
cloth was closed down last. year because it also could not meet or 
compete with Japanese competition. 

We have a finishing plant in Taunton, Mass. It is modern in 
every respect. It is limping along because of Japanese competition, 
and we do not know how long we can continue it. 

The Bates Manufacturing Co. in Maine is one of the most efficient 
and highly advertised and nationally known groups of mills in the 
country. They are good merchandisers. They have the last word in 
machinery. They specialize in cotton goods, ginghams, and broad- 
cloths. The Japanese have taken away 44 percent of our gingham 
market, our York mill has stopped making them. 

We manufacture over 100 million yards of other combed goods a 
year in these 5 mills. The Japanese have sent in large quantities of 
combed broadcloths. The prices of our combed products during the 
past year due entirely to Japanese competition have gone down from 
301% cents a yard to 26 cents a yard, a differential of 414 cents a yard. 
These mills normally do not make 41% cents a yard. We average about 
a penny and a half a yard. At the present time these mills are limping 
along 3 and 4 days a week and even at that low rate of operation piling 
up inventories; on every yard of cloth we produce we are losing 2 cents 
a yard against making a penny and a half the previous year. Our 
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figures show it. I have these figures here. It will show you profitable 
high-grade mills of a year ago now in the red due entirely to Japanese 
competition. 

The Bates Manufacturing Co. formerly exported large quantities 
of finished cotton goods to the Philippines where the buyers prefer 
our goods. We have lost these markets due to Japanese competition 
and lower prices. 

Senator Smith’s bill would enable United States mills to purchase 
not less than 750,000 bales of cotton annually for the next 5 years at 
such prices “as the Secretar y of Agriculture determines will allow the 
United States cotton textile industry to regain the level of exports 
of cotton products maintained by it during the years 1947 through 
1952.” 

During this period, exports averaged slightly over 900 million yards 
annually. 

The passage of this bill is of prime importance to United States 
textile economy. It will accomplish three major benefits. 

It would permit the processing of surplus cotton by domestic mills 
which otherwise would not be possible. It is clearly apparent that the 
shrinking exports of United States cotton textiles will further decline 
and at a rapid rate unless our textile mills are put into a position to 
compete. 

Surely we should not create disadvantages for our producers by 
aiding their foreign competitors and this is just what has occurred 
as a result of sales of cotton for export by the Commodity Credit 
Corporation at sharp discounts below domestic prices. 

These sales of United States cotton give our foreign competitors 
an advantage of approximately 10 cents a pound in cotton alone; this 
is in addition to other advantages such as extremely low costs of 
manufacture, wage rates far below our levels, and all other costs 
comparably lower; English textile wages are said to be one-third of 
United States rates, and Japanese one-tenth. 

A second accomplishment would be to activate United States 
spindleage and loomage which would otherwise be idle, and at the 
same time help maintain the preference which foreign buyers have 
for American-made products as to quality, styling, finish, and service. 

The effect upon the domestic price level of an insured sale of 900 
million or more yards would be most beneficial. Domestic buyers of 

textiles would gain confidence that domestic supply and demand 
would be in balance and thus they could plan ahead and buy future 
requirements with reasonable security. 

Failing this, the passage of this bill, it is most likely that. our 
domestic cloth markets will be sluggish and defensive, even though 
the values which our mills are able to offer are amazingly attractive. 

‘qually important is the third pomt—full employment. at satis- 
factory wage rates. Management in the textile industry is just as 
anxious as is labor to increase the buying power of the workers and 
to improve their economic position. Prewar and more so today the 
industry was well below many others in its wage rates. While these 
have improved vastly they are still substantially below the national . 
level. 

If we can maximize production and be certain of the free flow of 
the products of our machinery and looms our workers are bound to 
benefit by steady employment and improved earnings. 
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It is in the interests of all, both within and without the industry, 
to accomplish the purposes which this bill provides. If the bill were 
to do full justice to the United States economy it should provide for 
a normal increase in our export sales and not be limited to the prewar 
average—indeed, I would expect that exports from the United States 
should average annually 1,500 million yards during 1957-60. 

This would more accurately reflect our just share of foreign trade 
in textiles. 

In addition to the other mills, I mentioned previously, we are now 
liquidated in Fall River, Mass., the Luther Manufacturing Co. which 
has been in business over 60 years making combed goods. This is a 
large combed cotton gray goods mill. 

It cannot sell its product in competition with Japan. 

I previously mentioned the tremendous amount of shirts sent into 
this country by Japan which may this year amount to 1 million dozen 
made principally of flannel shirtings. With the wage rates we paid 
in North Adams averaging $1.92 per hour, it is absolutely impossible 
te compete against the tremendous influx of Japanese shirts brought 
in by Sears, Penney’s, Grant’s, Kresges, and other large chain stores 
who already have delegations in Japan seeking other items to bring 
into their stores because of the great disparity of prices and the great 
influx of shirts, pajamas, underwear, blouses, bras, will continue unless 
something is done. 

This bill if enacted into law will give American manufacturers an 
opportunity—without breaking any existing treaties or commitments 
io hurl back—and I repeat “to hurl back”—into export markets great 
quantities of goods at prices that will enable us to recapture our just 
and fair share of world markets because the surplus cotton will be used 
as an equalizer against 15 cents an hour wage rates in Japan. 

This bill is a must. It should be enacted. 

On November 21, 1955, Senator Margaret Smith wrote to John Fos- 
ter Dulles, in which she stated : 

It was almost a year ago on December 14, 1954, when I protested to you against 
the threat of a lowering of the tariff schedule on textile products. At that time, 
I pointed out that the largest single New England manufacturing industry is 
textiles, providing a payroll of 178,000 persons. 

Ultimately protective measures were agreed upon by Congress and the State 
Department and the threat was lessened. Perhaps the action of the Japanese 
in restricting exports while the reciprocal trade bill was being debated in Con- 
cress gave the impression that the threat was not as grave as it seemed at the 
time. But if that were the case, then all such illusions were dispelled when 
after the passage of the reciprocal trade bill Japanese exports soared. 

As I stated to yon a year ago, the objective of maximum trade between nations 
of the world is worthy. I have consistently supported the reciprocal trade agree- 
ments legislation. But, as I pointed out, we must not let our desires in that 
regard blind us to the inequities, both to textile workers and textile manufac- 
urers of New England, that would result from any reduction of tariffs on textile 
products which would allow nations with lower wage and living standards than 
ours to invade the American market and cause unemployment and a loss to our 
regional economy. 

I want to emphasize again that it is one thing to help other nations of the 
world raise their living standards, but it is another thing to permit cheap foreign 
labor to undermine our own textile industry and thus take jobs away from textile 
workers and destroy the hard-earned investments of textile managements and 
investors with unemployment and the shutting down of textile plants. 

The administration has a solemn duty 'to protect American workers and man- 
agement from the ecut-rate competition created by the lower wages and lower 
living standards of competing foreign hations. 
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I am not unmindful of the complexity of this problem—of the desire to help 
Japan become so strong economically that the danger of the Communists taking 
over that country would be removed. In fact, earlier this year I conferred in 
Tokyo with the then acting Foreign Minister of Japan on this subject. I assured 
him that our country wanted to be helpful on this point—but I warned him not to 
go to the point of literally exporting textile jobs and industry out of Maine to 
build up such industry in Japan, especially when Japanese labor received wages 
of only one-tenth or less of that which American labor received. 

Our country has been more than generous to Japan, giving her the money to 
build an entirely new and modern textile industry of 7 billion spindles. The 
tariffs were then lowered making it possible for 134-cent-an-hour Japanese 
labor to flood our markets with textile merchandise. 

The element of reciprocity seems to be absent as Japan expresses its apprecia- 
tion for the help we have thus given her by now buying their cotton in Brazil 
and Mexico. 

These results lead me to the inescapable conclusion that in this Japanese 
textile matter our country must make a reappraisal of its policy however 
agonizing that reappraisal may necessarily be, because of these facts: 

(1) The present policy is leading to the destruction of the New England 
textile industry ; 

(2) It is forcing American labor to compete with cheap 13%-cent-an-hour 
Japanese labor ; 

(3) And at that rate, it is not helping Japan raise her living standards—but 
rather would only serve to lower our own with the ultimate choice being that 
of either forcing our American economy back to a 13%4-cent-an-hour standard 
or writing the textile industry off as expendable; 

(4) There is nothing reciprocal in this policy with Japan purchasing her 
cotton from other nations; 

(5) We must be mindful that our country has given Japan the money to build 
an entirely new and modern textile industry—when our own New Bngland 
textile industry could well have used such United States financial assistance 
to modernize its mills; 

(6) While the threat of a nation going Communist because of economic weak- 
ness is serious, we must not let that be used as a perpetuated economic black- 
mail; and 

(7) While we want to help our foreign friends, even our once bitter enemies 
like Japan and Germany, let us use reason that invites respect from the recipient 
instead of blind, unlimited generosity that ultimately breeds contempt. 

The time is overdue when we must stop the cutting of tariffs and the increasing 
of quotas on Japanese textile imports. I am sure that many of my colleagues in 
the Congress share these views and that in the next session of Congress appro- 
priate action will be sought. 

In closing, let me say that while I expect to continue the past support that I 
have given to reciprocal trade, I will not do so in such extreme as to join those 
who seem to feel that the New England textile industry is expendable. To the 
contrary, I intend to fight not only for the survival of the New England textile 
industry but for its full recovery and maximum expansion in which I have the 
greatest confidence if its own government will permit. 


This letter was written November 21, 1955, and it foretold very 
accurately what was going to happen. 

You hear very often that the Japanese only send in a small amount 
of textiles. A small percentage but in ginghams they hit us to 44 
percent and destroyed that. In flannels, they sent in a million dozen 
shirts and destroyed my mill in North Adams, Mass. Four weeks 
ago the Japanese importers came to me because of the publicity that 
they had seen in the papers and said : 

Mr. Martin, we would welcome you to impose quotas. As a representative of 
the United States Government go to the State Department, tell them that we 
will welcome you. We would like a list from you of every item we can e.-port 
into this country on a quota basis. 

Do you know how many items there are? There are thousands of 
items, and if we allow any part of that to come in you destroy our 
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entire textile industry. No Japanese goods should come into this 
market when we already produce more than we have. We are over- 
expanded because we have lost our foreign markets. America can 
save its textile industry. 

England could not. We are integrated in this country with a won- 
derful textile industry, and we actually grow the cotton. It is a 
great resource. The cotton that is in storage with taxpayers’ money 
beyore it depreciates to nothing under the force of it being thrown into 
world markets should be used for the next 5 years to ‘build up the 
American textile industry. The surplus cotton that I proceed to use- 
rather than this bill proposes to use is cotton that has been paid for 
by taxpayers’ money. It is laying there. 

The Department of Agriculture is in great error, mighty great 
error when they say this bill will be hard to administer. It isa very 
easy bill to administer. The textile manufacturers will ship abroad a 
hundred pounds of cotton. In return they will be entitled to cotton 
to the extent of the hundred pounds at such prices as will equalize 
cheap Japanese labor. There are known differentials for cotton 
waste. It is approximately 10 percent. So a mill that gets 110 
pounds of cotton will have to export a hundred pounds of a cotton 
fabric or a cotton shirt or a pair of cotton overalls into world markets. 

It is a simple bill to administer. 

The Department of Agriculture has just announced in the past few 
days since this bill has been introduced that they are now going to 
subsidize exports. Gentlemen, do you know who these exporters are / 
There are a lot of them. They have 2-by-4 rooms down on lower 
Broadway. They are not textile mills for the large part. There will 
be no cheek possible on these cotton textile exporters that the De- 
partment of Agriculture proposes to give a subsidy to. These people 
will export into world markets cotton products that are already in 
existence, manufactured with higher priced cotton and will be getting 
an unfair advantage on price. 

They will be getting a rebate—— 

Senator A1kEN. Mr. Martin, I am sorry I have an 11 o'clock ap- 
pointment. I think some other members of the committee will come 
along soon to continue the hearing, but I have to leave at this time. 
But I would like a little information before I leave. You mentioned 
2 or 3 of your mills that were engaged in manufacturing exportable 
goods which had to be closed down. 

What have you done with those mills? 

Mr. Marrin. They are lying idle. 

Senator Arken. Paying taxes on them? No employment ? 

Mr. Martin. Exactly. At Shelby, N. C., they are unemployed. 

Senator Arken. And no likelihood of being reopened under present 
conditions ¢ 

Mr. Martin. If this bill is passed one of those mills in Shelby, N. C. 
will be reopened as a bedspread mill. 

Senator ATKEN. ae will you have to pay for cotton today in 
order to compete with Japanese mills in the foreign markets? 

Mr. Marrtn. It costs 20 cents a pound to make 80 squares in this 
country. It is4 yards to the pound. Our cost is 5 cents per pound to 
weave our 80 squares. In Japan it is only a half cent a yard. We 
will need on 80 square print cotton cloths which is the same number a 
differential of 414 cents a yard. 
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Senator ArkEN. How much would that be for a pound of raw cotton ¢ 

Mr. Martin. Raw cotton in our domestic cotton. We are paying 35 
cents per pound, 

Senator Arken. What would you have to buy it for in order to 
recover foreign markets ? 

We are exporting 600 to 700 million yards today. You think we 
should be exporting 1,500 million ? 

Mr. Martin. Yes. 

Senator ArkeN. What price would you have to pay for that? 

Mr. Maxrty. At the world price, less to equalize Japanese labor, 
about 414 cents a yard. 

Senator Arken, Would that be about 15 cents a pound ¢ 

Mr. Marrrn. Yes. 

Senator Arken. You would have to buy cotton at 15 cents a pound 
whereas the Japanese would pay 25 cents ¢ 

Mr. Martin. That’s right, in order to equalize Japanese labor. 

Senator Arken. I noticed that you said the North Adams plant 
was making shirting and blouse material. Am I correct in under- 
standing that the blouse manufacturers have withdrawn their request 
for protection which they had made to the Tariff Commission? 

Mr. Martin. The Japanese have voluntarily agreed to reduce their 
exports into this country from 314 million dozen which is almost 40 
million blouses to about 21% million dozen next year to go down to a 
million and a half dozen but what people do not realize is that they will 
take these sarne blouses and make them into pajamas or dresses and 
unless we can have quotas or the ability to hurl back our own products 
into foreign markets it will not just be of any help. 

Senator Arken. Are you manufacturing any product on which at 
present there is a request for relief before the Tariff Commission ? 

Mr. Martin. We are manufacturing combed broadcloth but we 
have not asked the Tariff Commission for relief because by the time 
the Tariff Commission gets around to it we will not be in the textile 
business unless this bill is passed. 

Senator ArkEN. You simply are having to close down one mill 
after the other ? 

“Mx. Martin. That is right. 

Senator Arken. Have you acquired any mills in the last 3 or 4 years? 

- Mr. Martin. Yes; I just bought five mills but making goods that are 
not in competition with the Japanese. 

Senator Aiken. What kind of goods are those? 

Mr. Martin. Making women’s underwear. 

Senator Aiken. And the Japanese are not? 

“Mr? M&nriin. Not vet, but they propose to come in with it. 

Senator Aiken. Is that cotton goods? 


2° "Mr. Martin. Yes. 


Senator ArkEN. Do you use any synthetic fibers at all in your mills? 


-S°Mr. Martin. Yes: we use nylons. 


. SenatorArKken. Are you increasing the use of nylons, dacron, or 


rite other fiber ? 


Mr. Martin. No; cotton is faking the place in the past few years be- 
Catise Bfthe new finishes we have dev eloped in the State of Maine .at 
Bates Maiiufacturing of finishes where women do not have to iron 
the cotton. We havea ——— finish that is crease resistant and 

81680—56——3 _— a 
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the women of America have taken to it very well and the cotton textile 
business has a great future if we are not hit by this 15 cents an hour 
labor. 

Senator ArkeNn. Besides acquiring any other plants, you have not 
had any other expansion or planned any other expansion ? 

Mr. Martin. Yes; we have a mill in Amsterdam, N. Y., where we 
have expanded the manufacturing of men’s underwear, T-shirts and 
shorts. 

Senator Arken. Are those all cotton goods? 

Mr. Marrtn. Those are 100 percent cotton. Amsterdam, N. Y., 
was hit hard by the loss of its carpet mills, and we put over 600 people 
to work there and those people will lose their jobs because right at.the 
present moment Japan is getting prepared to send in vast quantities 
of men’s shorts and T-shirts and they will devastate that industry in 
due course. 

Senator Arken. If you are sure of that, why are you buying mills 
to expand the manufacture of those commodities ? 

Mr. Martin. We bought these mills before I was visited by this 
Japanese export market. If I had known that I would not have 
bought it. 

Senator ArkeNn. You are not constructing any new mills anywhere? 

Mr. Martin. No; in fact the Springs Cotton Mills who had a $10- 
million expansion canceled this expansion program in South Carolina 
because of Japanese competition. 

Senator Arxen. Then the report in the press that you plan to build 
a new mill in Canada is erroneous? 

Mr. Martin. The plant that we build in Canada is a 30,000-square- 
foot bedspread mill which is not affected by Japanese. In Bates our 
bedspread mill has not suffered the sharp decrease in profits. It is 
still earning as much as it has ever earned because the Japs have not 
sent any bedspreads into this market. 

Senator ArKEN. If the Japanese don’t plan on sending any bed- 
spreads in this market, why don’t you expand that part of your business 
in this country rather than going to Canada? What advantages are 
there? 

Mr. Martin. We have over 50 percent of the production on bed- 
spreads in this country. It is enough. We export to Canada small 
quantities, and we are building a 30,000-square-foot mill in Canada to 
take care of our Canada markets. The total volume there will be 5 
pefcent of our United States volume. 

Senator Arken. That is to meet Canadian needs ? 

Mr. Martin. That’s right. 

Senator Arken. Because Canada does not produce bedspreads now ? 

Mr. Martin. That’s correct. 

Senator Arken. Then your overall business for the first quarter has 
dropped 

Mr. Marttn. No; our sales for the first quarter of this year at Bates 
were up about 10 percent, but our profits were way down, and in the 
second quarter our sales were even with a year ago, but our profits 
were down to almost the vanishing point. 

Senator Arken. What about depreciation? Was that greater or 
less? 

Mr. Martin. Same rate of depreciation. 

Senator Arxen. Just the same amount? 
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Mr. Martin. The same. With one exception, we gave a wage in- 
crease to our people April 15 and May, even though we could not afford 
to do it and even though we had an arbitration clause in our contract. 
We felt our people in Maine should not work so far below the national 
average that we went along. The wage increase totals $1,200,000 a 
year, but if we can keep these Japanese g goods out, if we can capture 
our export markets again, our people can go on to earn more and more 

aoe and enjoy a better standard of living, but they don’t want to 
ack to a bow] of rice, and I don’t blame them. 

w Geselde AIKEN. We don’t want them to. Those wage increases 
came out of earnings or reserves. 

Mr. Martin. They came out of the earnings; now they are helping 
to add to our red figures. I have the figures here if they would 
interest you. 

Senator ArKEN. I don’t care about them in detail. 

Mr. Martin. Our York mill was a combed goods mill; this is for 
1 month in 1956: They shipped 501,000 yards against the year before 
of 710,000. This mill makes ginghams and broadcloths in competi- 
tion.wth J apan. 

This year this mill which is modern in every respect lost $11,000 in 
this period against a profit last year of $ 53,000. And I can state, 
im for July it is going to be even heavier. T will just give you that one 
mill. 

Senator A1KEN. But that is not the overall picture? 

Mr. Martin. Our overall 

Senator Arken. How many mills do you have in all? 

Mr. Martin. In all in Maine we have five. 

Senator Arken. And in the South? 

Mr. Martin. In the South I had seven. We have one left. 

Senator ArkeN. One in Amsterdam ! 

Mr. Martin. One in Amsterdam; one in Taunton, Mass.; one in 
Fall River; we are probably the sixth largest textile ‘manufacturing 
company in the United States. 

Senator Arken. You must have been one of the larger exporting 





a 

r. Martin. We exported tremendous quantities of cotton gray 
goods, tremendous quantities, in the gray and finished. Principally 
to Indonesia and the Philippines. 

Senator Arken. But this proposal of the Department to sell to you 
cotton at the same price they sell to the foreign mills will help some 
even though it doesn’t completely meet your needs 

Mr. Martin. The Department of Commerce is fully aware of the 
problem. When I wrote them, they said besides imports there are 
other problems. The main other problem is to get our textile products 
into world markets and unless we can equalize 15 cents an hour wages 
you can’t get your goods in. It will help some. It doesn’t go far 
enough. And the mills will not be helped. It is a few exporters 
who took orders at high prices before who will ship them out now and 
will get a cash refund. That is the w ay this is being handled by the 
Department of Agriculture. 

Senater Arken. How many employees did you have in the North 
Adams mill? 

Mr. Martin. 550. 
Senator Arken. That is closed down ¢ 
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Mr. Martin. Closed down at this time. 

Senator Arken. Your business was originally in New England. 
Have you been acquiring the southern mills over the last 10 or 15 
years, Say t 
’ Mr. Marrin. I have been in the garment-manufacturing business 
for 24 years, since I was 14,35 years. ‘Twelve years ago I acquired my 
first cotton textile mill in Taunton, Mass., then one in Fall River. Then 
we acquired a mill in Armsterdam, N. Y.. Then through Consolidated 
Textile I acquired the Windsor Print Works, the L ynchburg cotton 
mill and the Shelby, N. C., mill. 

Senator Arken. You have no mills outside the country other than 
the one you contemplate in Canada ¢ 

Mr. Martin. None whatsoever. 

Senator A1rkeN. Do you know if there is a tendency on the part of 
the textile industry to move outside the United States? 

Mr. Marrin. The Japenese exporters have invited me to invest my 
money in Japan, in the cotton textile business. I don’t propose to 
do it. 

Senator Aiken. Are they getting some United States investors’ 
money ¢ 

Mr. Marvin. They say that there is our ultimate aim, that we 
should do our manufacturing where labor is the cheapest. 

Senator Arken. Am I correct in understanding that money in- 
vested in textile mills over in Japanese or southern Asia will yield as 
much as 40 percent income ? 

Mr. Marrty. I have been told that but I propose not to go there. 

Senator Arxen. I don’t know if that is correct or not. 

Mr. Martin. I have heard it. 

Senator Arken. It is a pretty profitable place to make an 
investment. 

Mr. Martin. The strange part of all this is that the Japanese people 
are not helped by making these cotton textiles. Under the so-called 
quota agreement with our people they will send in next year 150 mil- 
lion yards of goods. Just think what the ores in Japan actually 
get for that vast amount of goods is half a cent a yard. That. is 
about $744 million worth of labor im ihines-odihe Japanese workers 
will get $714 million and destroy tens of millions of dollars of em- 
ployment in this country. We are better off giving them $7\% million. 

Senator ArkeNn. Is there anything more you want to put im the 
record ? 

Mr. Martin. Yes. 

Senator Arken. We have a letter here to Senator Ellender from 
the Department of State—I haven't read it yet; it has just come— 
whieh without objection will be made part of the record of these 
hearings. 

(The document referred to is as follows:) 

DEPARTMENT OF STATE, 
Washington, July 16, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculturc and Forestry, 
lnited States Senate, 

DEAR SENATOR ELLENDER: Reference is made to the request of the Committee 
on Agriculture and Forestry for the views of the Department regarding 8S, 4156. 
This bitwould direct the Secretary of Agriculture to sell not less than 750,000 
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bales of raw cotton owned by the Commodity Credit Corporation to textile 
mills in the United States during each of 5 fiscal years beginning July 1, 1956. 
These sales would be made at prices which the Secretary would determine would 
allow the textile industry to regain the level of cotton textile exports which 
it had in the period 1947 through 1952. The raw cotten would be allowed to be 
used only for the manufacture of cotton products for export. 

This Department has carefully reviewed this bill. It is certainly in agree- 
ment with the desire to increase the cotton textile exports of the United States. 
However, the method proposed in this legislation to increase such exports may 
well create new and more difficult problems for the domestic textile industry 
and for the country as a whole, which would more than outweigh any advan- 
tages hoped to be gained by the.bill. 

This Department recently concurred in the recommendation of the Department 
of Agriculture, based upon advice which that Department had received from 
domestic textile producers and exporters, that the cotton products export program 
announced on May 21, 1956, be implemented on the basis of cash payments to 
textile exporters. An announcement to this effect was made by the Department 
of Agriculture on July 12. Of overriding importance to the Department of 
Agriculture’s recommendation were the serious administrative difficulties 
involved in implementing the export program on any basis other than direct 
cash payments. In support of this point was the fact that only 10 percent of 
the cotton textiles exported are exported by firms which process raw cotton into 
textiles. The balance of our exports is handled by firms which are not textile 
manufacturers. Thus, it would appear that practical problems of implementa- 
tion and enforcement would exist if instead of making cash payments to exporters, 
raw cotton were made available to domestic mills in the manner provided in 
S. 4156. 

It might be noted that the cash payments on the textiles exported under the 
recently announced Department of Agriculture program would not exceed the 
subsidy which the Commodity Credit Corporation grants on the equivalent 
amount of raw cotton exported. 8. 4156, however, would probably involve 
selling the raw cotton to domestic mills at a significantly lower price than that 
of raw cotton exported as such. This situation could be expected to develop 
because of the bill’s objective of regaining the 1947-52 level of cotton textile 
exports.. Exports in these 6 years, probably the highest in our history, averaged 
904 million square yards annually, two-thirds higher than the 542 million square 
yards exported in 1955. In order to increase textile exports by such a magnitude, 
the price at which raw cotton would have to be made available to domestic mills 
would undoubtedly represent a heavy subsidy by the Government, even larger 
than the existing subsidy on raw cotton exports. The result would be to give 
preferred treatment to cotton textile producers and exporters over other American 
industries which also produce for export. 

The reaction of foreign textile industries and their governments to this situa- 
tion could be expected to be the adoption of countermeasures. The United States 
Government, with its tremendous financial resources, would, in effect, be compet- 
ing with foreign textile mills. The target period of 1947-52, a period when 
foreign textile industries were still being rehabilitated from the effects of World 
War II, and the wartime deferred demand for textiles, enhanced by the Korean 
emergency, was still quite large, would be viewed abroad as an abnormal and 
unreasonable objective. Countermeasures might well include countervailing or 
antidumping duties on American cotton textiles, possibly resulting in a reduction 
in American cotton textile exports, rather than the increase contemplated in 
S. 4156. Nor should it be assumed that the countermeasures would necessarily 
be limited to action against United States cotton textiles but might involve as 
well other export items of importance to American industry. 

The ill will which this bill could cause for this country abroad, would be 
inconsistent with the efforts of the United States Government to build up the 
free world as a cohesive, unified bastion of strength. The mutual defense 
burden of the free world could not be expected to be shared by countries against 
whom the United States was engaged in what they might consider to be a 
form of economic warfare. 

Tn summary, therefore, the Department of State believes that the bill would 
present serious problems of administration and enforcement, the cost _to the 
taxpayer would be heavy, foreign countries would undoubtedly invoke meastires 
which might bring about a reduction in United States textile and other exports, 
and serious foreign relations difficulties would be created, which would jeopar- 
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dize the foreign policy objectives of the United States. For these reasons this 
Department recommends against the adoption of S. 4156 and hopes that the 
Department of Agriculture’s cotton products export program will be given an 
opportunity to operate as announced on July 12 in order to assist the domestic 
textile industry in the export field. 

Due to the urgency of sending this report to the committee the Department 
has not had an opportunity to secure the concurrence of the Bureau of the 
Budget. A copy of this letter is being made available to the Bureau. 

Sincerely yours, 
Rosert ©. Hitz, Assistant Secretary. 

Senator Kerauver. Mr. Chairman ? 

Senator Arxen. Senator Kefauver, I will try to stay a few more 
minutes. 

Mr. Martin. I want to mention one thing. Before we closed any 
of our mills we went to the Secretary of Commerce as early as April 
9 and asked for immediate constructive help. 

We pointed out the severity of the Japanese competition and we 
told the Department of Commerce that continuation of Japanese 
imports into this country in ever increasing quantities will destroy 
even the most competitive and well-equipped mills because we cannot 
compete with Japanese 19 cent an hour labor. I have since learned 
it is 15. Nor can American textile workers continue to be satisfied 
with the low wages of the textile industry which they have been 
paying in comparison with other American industry. 

The American textile worker cannot be expected to produce textile 
materials at $1.15 per hour which can be purchased by other workers 
in heavy industry who sre making $2.25 an hour. It is unfair and 
the Department of Commerce should step in promptly if it wants to 
save the American textile industry. On the following day I again 
notified the Secretary of Commerce that unless immediate assurance 
of Government aid to the textile industry was made by responsible 
Government officials, our Fall River mill, the Luther Waintaabarin 
Co., which is a part of a group of textile mills located both North 
and South representing at depreciated book value for plant alone of 
over $20 million and with total assets of over $60 million and with 
over 10,000 employees that these employees want continued opera- 
tions and also to enjoy the benefits of American industries’ high living 
standards and do not want to be subjected to Japanese living stand- 
ards by reason of unfair importation of Japanese textiles. I at 
that time notified Secretary Weeks that a year ago, August 2, gray 
mills in the same group which formerly made gray goods for export 
trade could not meet Japanese competition and had been liquidated. 

These mills were located in Shelby and Kings Mountain, N. C. I 
received a reply from the Secretary of Commerce which I want to 
read into the record regarding my request. 

Senator Arken. Couldn’t you insert it? 

Mr. Martrn. I want to read parts of it. 

Senator Aixen. All right. 

Mr. Martin (reading) : 


As you are undoubtedly aware increased imports are only one of the many com- 
plex problems facing the cotton textile industry. Internal competition within 


the industry, uncertainties of raw cotton prices, and competition with hard- 
goods consumers dollars are all important factors. 


a 
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But the main point made in this letter is— 
There is no solution of the textile industry’s problems which will provide a real 
cure if it is confined solely to the issue of import competition or if it merely 
affords temporary protection while destroying a sound foreign trade policy. 

I agree with that, we need our exports as the other thing besides 
the elimination of Japanese imports. 

Senator Arken. Very well. 


STATEMENT OF HON. ESTES KEFAUVER, A UNITED STATES 
SENATOR FROM THE STATE OF TENNESSEE 


Senator Kerauver. Mr. Chairman, I wish to commend Senator 
Smith upon the filing of this bill. I am happy to be one of the 
sponsors. 

Mr. Chairman, I have always been a believer in extensive foreign 
trade. I know, of course, that we cannot starve the Japanese out. 
We have got to cooperate with them, and I want to cooperate in every 
reasonable way that we can. 

But there comes a point where it has to be divided out among other 
people, and the burden of it should not be on one industry. 

ioe. we have a lot of small textile mills in Tennessee, Mr. Chair- 
man, which are mostly locally owned. 

I have here some letters, and 1 have many, many more letters than 
these, from small towns all over the State, of which these are just 
typical letters, saying that they are having to lay off, that the mill is 
closed down, that they have no employment, and that they want some- 
thing done at least to give their mills an opportunity of competing on 
a more even and fairer basis. 

When you get letters from people written with pencil or written 
on a piece of tablet paper like this, I pay attention to them. I know 
that my people in these mills, where they are out of employment, are 
suffering. These are just a few typical letters, and I would like to 
file some of these, Mr. Chairman. 

Senator Arxen. All right. 

Senator Kerauver. This letter is from the town of Milan, Tenn. 
It says: 

I work for a certain mill, and I am out of work and I have been for some time. 
Mr. Kefauver, I have three fine children in school and one ready for college 
this fall, and my work means so much to these children, their education— 

And so forth. 
Here is one from Cedar Hill: 
I am writing you in regard to my work, and I am out of work now because 


so much textile goods are being sent over from Japan. It is going against the 
whole United States. 


Here is another town, Dickson, Tenn. : 


I work for a garment factory but I am at the present time out of work— 


And so forth. as 
Here is one in pencil— 


Our mills have closed down and is about to put us out of work. 
Senator Arken. Are these all about the same date, Senator? 
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Senator Krerauver. No; some are back in May; some are in June; 
some are in July. 

Senator Arxen. All right. 

r ‘ . ‘ — 

Senator Kerauver. And I know from the papers, Mr, Chairman, 
that these factories have closed down. These letters are all from dif- 
ferent parts of the State, different places where they have mills: 

I am employed in a garment factory and at the present time am in a layoff. 
If there is not a limit put on this, our work will be affected seriously. 

Here is one from a preacher in Doyle: 

If our companies sell their plant, you know they can’t hire people like me to 
work for them. We are depending on you. 

Here is one from another town: 

I am writing you concerning my job and work. 

Here is one from still another part of Tennessee : 


I think every working person in America should feel as I do about foreign 
goods. 

This is appealing. It says: 

I have always supported you; now we want you to do something about it. 

I work for the Dickson Manufacturing Co. in Maury County and we are out 
of work because of the lack of sales. I am afraid it will get worse. It is not 
right for us to be out of employment like this. 

Senator Arken. These are largely, you think, from employees of 
independently owned mills? 

Senator Keracver. Yes. Most of these mills are independent. 

Senator ArkEN. One thing that puzzles me a little bit is the record 
showing that for the first 11 months of this market year, the textile 
mills have used about 800,000 more bales of cotton than they had in a 
previous year, at a somewhat higher price. It is up a cent. So they 
must have used the cotton and done something with it. I was won- 
dering if all these letters from the little mills mean that the bigger 
mills are perhaps putting the little fellows out of business, or what 
the reason is that they have paid a higher price for about 800,000 more 
bales of cotton than they did a year before. 

Senator Keravver. Mr. Chairman, I was in Japan this last fall, 
and it is my understanding—I do not know how much we have'sold, 
and I think it is proper to carry out this kind of negotiation—that we 
have sold Japan a substantial amount of cotton at a reasonable price 
and are allowing them to sell in counterpart to pay for it. 

Personally, I think that kind of method of disposing of somé of 6ur 
surplus fiber and agricultural products is a good thing if it is not used 
to unduly affect employment: here. what, 

It seems to me that another thing about this bill is that: with our 
dual pricing system on cotton that we have authorized in this‘Jast bill, 
the very least we ought to be able to do in some legislation: of this 
kind is to give our domestic manufacturers an even break. on the 
pricing in some way or another, to say nothing about the lower wages. 

This is happening all over the United States, Mr. Chairman. 
Here is a sample of a resolution in one town, Milan, Tenn. Tt has 
appeared also in the local paper there, from the retail merchants say- 
ing that they are not going to stock, offer for sale or buy.any Japanese 
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textile goods which compete with the products of our local textile 
industry. I quote: 

We take this stand to inform our customers and our neighbors of our con- 
cern over recent developments in the textile world and our belief that the sale 
of such goods will endanger the continued prosperity and welfare of our 
community and the entire United States. 

The thing about this is that that is not a healthy spirit for the 
relationships between two countries to allow to grow up. 

Senator Arken. No. 

Senator Keravuver. I regret that they feel that it is necessary to 
go to that extent. 

Now, this is paid for by all the merchants in this town. So I can- 
not feel that in the long run any situation that is going to bring 
about that kind of reaction to a friendly country is going to be a 
very healthy thing, and the Japanese themselves ‘realize that a con- 
tinuation of this, a continuation of the kind of letters that I am getting, 
is net a very good thing for them in the future, 

Senator ‘Aiken. I think the Japanese are worried over the situa- 
tion. They realize that it is making trouble here, and while they 
are voluntarily offering to reduce exports to this country next year, 
as Mr. Martin said, the -y will undoubtedly concentrate on those 
smaller items which require hand labor and on which a profit would 
normally be larger. 

On the other hand, Japan is far and away our best customer for 
agricultural commodities, buying, I think, about 700,000 bales of 
cotton a year. We export textile products which have the equivalent 
of about 130,000 bales of cotton in them. 

So it is not an easy matter to resolve. In fact, it is one of our most 
difficult problems that we have today. 

Senator Kerauver. That is certainly true, and we realize that is 
true. On the other hand, for the welfare of the Japanese themselves, 
we cannot sit by. These represent attitudes from 25 or 30 different 
localities and sections, out of work, facing a layoff, their children 
not going to school. 

Something has got to be done to help these people. 

Senator Arken. I think it is most unfortunate that our legislative 
efforts to give added protection to our textiles were tied in with efforts 
to restrict importation of Canadian grain which comes into the same 
area where a large part of our textile industr y is located. Iti is mor ally 
certain that if we restricted i imports of Canadian grain, the Canadians 
in turn would restrict importations of textile croods from this country, 
which amounts to about $65 million, besides $35 milion worth of syn- 
thetic fibers and $50 milion worth of raw cotton. 

Now, we could not invite that type of retaliation by shutting off 
what few Canadian oats come into New England and the Northeast 
and what. little Canadian wheat goes into the Pacifie Northwest. 

In my opinion, it was not the way to handle the situation, because 
it forced some of us who are sympathetic to the textile industry to have 
to choose between a few textile operators and employees, a compara- 

tively few, and thousands upon thousands of other people who would 
have been injured. 
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I also think that the textile trade itself would have been injured by 
embargoing Canadian grain. 

Senator Kerauver. It was not the right place to bring it up. 

Senator Arxen. The two things did not fit together very well. 

Mr. Marvin. Senator Aiken, in this very simple bill—and it is a 
simple bill—if you equalize wages between this country and Japan, 
you will electrify the whole te xtile industry. It will be good for the 
workers, for those communites. 

Senator Arken. I would not only like to see wages equalized be- 
tween this country and Japan, I would also like to see wages equalized 
between all areas in this country. 

Mr. Martin. You will not see it for a long time. 

Senator Arken. I know that is expecting a good deal. I have felt 
for some time that possibly a subsidy on cotton used by our industries 
in this country, even going beyond that which we use for export, might 
be the ultimate solution. It would be no more expensive, and could 
bring about beneficial results without doing harm to other industries. 

Senator Krerauver. Here is a lady in another town, Milan, Tenn. 
She says that her wage is $1.0714 an hour, and she understands that 
theirs is 13 or 15 cents, whatever it is. 

Mr. Chairman, I do not think that this bill is going to be the great 
panacea that perhaps Mr. Martin and some others think itis. I think 
it at least is a simple partial solution to enable these people at least 
to hold some of their foreign markets and perhaps to regain some 
market that has been lost. I believe that it would help give employ- 
ment to a lot of people and would in a small way go tow: ard equalizing 
the competition. 

I know that the overall difficulty is even more basic, but I want to 
urge that something be done now. This is a bad situation in my 
State, and I am not talking for big organizations. In most of these 
cases, the people themselves have got together and invested their 
capital and bought the machinery for a little mill, and it is very 
adversely affecting many, many towns in my State. 

I would like to have permission, Mr. Chairman, just to go through 
and pick out maybe a typical letter, one from this town and one from 
that town, to be included in the record. 

Senator ArkEN. Without objec and I am sure there is no objec- 
tion from the members of the subecommittee—you may do that. They 
will be gone over by the staff, of course, and we will have them placed 
in the record unless something appears in one of them that perhaps 
shoud be excluded from the record. 

Senator Kerauver. Yes. 

(The letters and telegram referred to are as follows:) 








FAYETTEVILLE, TENN., May 30, 1956. 
Senator Estes Keravuver, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR KEFAUVER: I am a foreman working in a plant in Fayetteville, 
Tenn., that manufactures sport shirts. Since January 1 of this year, we have 
lost approximately 6 weeks from work due to the fact that our warehouse is full 
of finished shirts that are not moving out as they normally would. 

During this time off, I have been visiting friends and relatives in Alabama, 
Tennessee, Kentucky, Georgia, and New Mexico and on these visits I have made 
a tour of retail stores in each town and city along the way in order to get a 
firsthand check in regard to low priced goods being imported into the country 
and taking the jobs of so many of us. 
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Naturally I visited the sport shirt counter first and almost without exception 
I found dozens of shirts, women’s blouses, cotton piece goods, rugs, and many 
other items selling far below the price of American made goods of the same 
quality. 

Now I am a southern boy raised on a farm near Macon, Ga., with only a high 
school education but it doesn’t take much brain work to see what is happening 
to us and the whole cotton industry even though these items were made of surplus 
American cotton, but I suspect if there were a way for me to tell, I could find 
some foreign cotton in most of these items. 

I am appealing to you to do all in your power to help correct this situation and 
if you have the occasion to visit here in Fayetteville, I would like to discuss 
this with you. 

Very truly yours, 
J. E. JOHNSON. 


CotuMstA, TENN., June 6, 1956. 

Deak SENATOR Keravver: I’m writing to you in concern of the Japanese import 
being sent into our country. It is badly affecting our work here in United States. 

I work for the Dixie Manufacturing Co., in Maury County, Columbia, Tenn., 
and we are out of work because of the lack of sales. I’m afraid it will get worse 
if something is not done soon to stop the flow of the Japanese goods. 

It is not right for us to be out of employment while the Japanese send goods 
into this country. It is very serious. So if there is anything you can do to help 
put a stop to this, please do so. 


Thank you, 
Mrs. MARGIE REGEN. 


MILAN, TENN., June 5, 1956. 
Hon. Estes KeEravver, 
Senate Office Building, 
Washington, D. C. 
esa 

Deak SENATOR Keravver: I’m writing in regards to the low tariff. I work for 
the Washington Shirt Manufacturing Co. and am out of work and have been for 
some time due to the stock is overcrowded and the shirts aren’t moving on because 
there are so many Japanese shirts, blouses, and other textile goods on the market 
in all parts of our United States. They are so much cheaper. They work for 
13 cents an hour and my wages are $1.07% per hour. 

Mr. Kefauver, I have three fine children in school and one ready for college 
this fall and my work means so much to these children. Their education now 
means everything tothem. I’m pleading for help from you. Our town, our State 
our country needs your help. This is a serious matter and I hope you will con- 
sider this and help. Enclosed you'll find an ad which was in our paper. I hope 
you'll read, think, and help me. 

Sincerely yours, 


ol 


Irs. MartHA NEWBILL. 


Waverty, TENN., June 6, 1956. 
Hon. Estes KEFAUVER, 
Senate Office Building, 
Washington, D. C. 


Dear Str: I am an employee of the Waverly Garment Co. We are expecting to 
be out of work soon, since so many factories are already closing down. 
I would appreciate it very much if you would use your influence in getting 
legislature to limit imports of foreign-made wearing apparel. 
Respectfully yours, 
Mrs. Lovurse Moore. 


McMINNVILLE, TENN., May 29, 1956. 
Hon, Estes KeEravuver, 
United States Senate, Washington, D. C. 
DEAR SENATOR: We are counting on you in this fight for our textile markets. 
We all know that if our products can’t be sold, then there will eventually be no 








24 FOREIGN TRADE IN COTTON TEXTILES 


necessity for our making them. Consequently, with our products gone, so also 
will be our jobs. 
We need your help, Senator, in stopping or restricting this unending flow of 
low-priced foreign textiles into our home markets. 
Thank you very much. 
Sincerely, 
JOHN A. PEDIGO. 


STANDARD KNITTING MILLS, INC., 
Knogville, Tenn., June 7, 1956. 
Hon. Estes KEFAUVER, 
Senate Office Building, Washington, D. C. 

Drar SENATOR KeErFAUVER: To us who are a part of the textile business, the 
importation of Japanese textiles into this country is alarming. What is more 
alarming, however, is the apathetic attitude of our Government toward this. 

Obviously I am not alone in this stand, as I have read of many and talked with 
mInany more—in the textile field and out of it—who have the same definite opinion. 

Something should be done now to curtail Japanese textile imports into this 
country, as it will surely spell doom for many of our leading industries in the 
South if something is not done promptly. Would like to ask that you do every- 
thing within your power to see that some action is taken. 

Competition in our industry is keen enough without having competition from 
outside our country that is subsidized by our own dollars. For those of us who 
were actively fighting the Japanese 11 years ago and more, it is sickening to know 
that we are giving our dollars to them to put us out of business, which will surely 
happen if action on your part is not taken promptly. 

Sincerely, 
E. B. RopGERs. 


NASHVILLE, TENN., June 25, 1956. 
Hon. Estes KEFAUVER, 
Washington, D. C.: 

Iam greatly concerned with news articles reporting increasingly large inroads 
of Japanese-made textiles and textile products. Because of great differentials 
in labor costs many plants in this country have been forced to curtail or com- 
pletely cease operations, all of which is adversely affecting our general economy. 
I trust you will support legislation or other procedures which will result in 
placing a reasonable limit on import of such goods and use your influence oppos- 
ing any action which may serye to accentuate an already critical situation. 

Sincerely, 
Sam M. FLEMING, 
President, Third National Bank. 


Senator ArkeN. Thank you, Senator. 

Senator Krerauver. Thank you very much. 

Senator Arken. Thank you, Mr. Martin. 

Sol Barkin, representing the Textile Workers Union of America. 
You will proceed, Mr. Barkin. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, TEX- 
TILE WORKERS UNION OF AMERICA, AFL-CIO, NEW YORK, N. Y. 


Mr. Barkin. Senator Aiken, we are appreciative of this opportunity 
to appear before you. We appear in support of the present bill and 
have certain suggestions for alterations in order to ensure the comple- 
tion of the protection which it affords, much in line with the ques- 
tions which you have raised. 

We greatly appreciate the initiative taken by Mrs. Margaret Smith 
and the other Senators in introducing and supporting S. 4156. It 
brings before the Congress and the American people the entire issue 
of how they are to protect the textile industry and the jobs therein in 
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the light of the action taken in the farm bill and the volume of cotton 
textile imports coming into thise ountry. 

It is not my desire to present the details of the conditions within the 
industry demanding attention. You have had sufficient evidence on 
the impact of rising productivity, which has been at the rate of about 
5 percent per year, ‘the absence of new uses for cotton textiles and the 
high volume of recent imports to understand the insecurity prevailing 
ee the textile workers in this country. 

S. 4156 warrants your closest attention because it provides a mecha- 
nism for removing the threat of destruction of the textile industry 
which has become particularly serious with the enactment of the farm 
legislation. 

Tt supplements the Farm Act by providing a method for the liqui- 
dation of our raw cotton surplus which will advance the interests 

rather than be injurious to the cotton textile industry. The procedure 
will also protect the consumer and reduce the financial load on the 
American taxpayer. It is a constructive solution for a most difficult 
domestic problem. 

With the passage of the farm legislation, we are confronted with 
the rise of a two-price system on domestic cotton which can be most 
harmful to the textile industry. The act provides for the sale to 
foreign purchasers of 5 million bales at world prices but the domestic 
manufacturers will have to ‘pay the full price which may be 10 or more 
cents above the disposal price of the 5 million bales. 

The domestic manufacturing indusrty will thereby be handicapped 
in its sale of cloth in foreign markets since for eign producers will not 
only have the advantage of lower w ages and overhead costs but in 
addition a 10 cents per pound lower cost of raw cotton. “Asa result our 
export of 560 million square yards will be seriously endangered. 

The two-price system will also encourage foreign producers to try 
to increase their volume of exports into the American market. Their 
cost advantages will not be matched and the resulting prices will en- 
able them to outsell American manufacturers in the domestic market. 

In this connection, I would like to say that the Department of Agri- 
culture’s testimony in this connection is, of course, only a partial an- 
swer to our problem. When these foreign manufacturers get the cot- 
ton at 10 cents per pound or higher sums below the manufacturers, 
they will be able then to come back into the American market and sell 
their own products. It isnot enough merely to subsidize the exporter. 
It is necessary also to protect the American market from the import of 
these products made out of the lower priced cotton. 

We are amazed, as a matter of fact, why the American Cotton Manu- 
facturers Institute and the National Cotton Council and other manu- 
facturing interests are not here at this moment protecting the indus- 
try which they presumably have been elected to represent. 

This is an amazing evidence of the fact that these organizations 
have not particularly | concerned themselves with this problem. They 
have been coming to congressional hearings protesting, but the agree- 
ment between the two organizations, ACMI and the National Cotton 
Council, apparently only means helping the cotton growers without 
helping the cotton textile industry. 

g: 4156 can prevent these calamities from befalling the American 
textile industry by providing American producers with cotton at a 
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price which would enable them to meet the competition of the foreign 
producer both in the foreign and domestic markets. 

Thank you very much, Senator Aiken. 

Senator Arken. Thank you. 

Senator HicKENLOoPER (presiding). Proceed. 

Mr. Barkin. We are setting forth our support for S. 4156, and 
in the last paragraph of the first page we outline one. of the major 
provisions of this bill, or the major provision, that S. 4156 can prevent 
these calamities, and I am there referring to the calamities resulting 
from the two-price system created by the recent farm legislation, the 
two-price system which arises from the fact that we have a price war 
on raw cotton for domestic purchases and a lower price for foreign 
purchases of American cotton, and it is estimated that it will probably 
be 10 or more cents per pound lower than the price that American 
producers will get the raw cotton for. 

It provides for the sale of raw cotton from the “surplus cotton 
owned by the Commodity Credit Corporation” of not less than 750,000 
bales at “such prices as the Secretary (of Agriculture) determines 
will allow the United States cotton textile industry to regain the level 
of exports of cotton products maintained by it during the period 1947 
through 1952.” 

During that period, in 1947 the exports from the United States 
were at the level of about 11% billion yards, whereas in 1952 it was 
about 700 million yards, 

This price for the sale of cotton may be equal to or below that which 
obtains in the sale of the world market. It is designed to move the 
products successfully through world trade channels. The Secretary of 
Agriculture is to determine this price. The raw cotton will come from 
the surplus held by the Commodity Credit Corporation and the fabric 
and products are to come from American industry. 

Here in the following paragraph we are suggesting an addition 
to this bill which would extend the same benefits to American pro- 
ducers to meet foreign competition in the American market as the 
bill now contemplates giving American producers when they meet 
competition in foreign markets. 

The same mechanism may be used to enable the domestic producers 
to meet the threat of foreign imports. The new danger to the manu- 
facturing industry as indicated comes from the lowered price of cot- 
ton for the foreign product. In other words, the 5 million bales of 
cotton sold to foreign countries at a lower than domestic price will 
constitute a new threat to the domestic manufacturing industry. 

The ill effects of the two-price system for raw cotton, provided by 
the Farm Act, can be avoided by extending the principle of the bill to 
products designed to compete with imports as well as exports. With 
the defeat of the Payne-Johnston bill imposing quotas on textile im- 
ports, this bill provides a satisfactory alternative solution to the prob- 
lem of imports. 

We propose that the bill be amended so that the Secretary of Agri- 
culture be authorized to sell surplus cotton to the division of the 
domestic textile industry which may be threatened by the destructive 
effects of foreign competition resulting from the cheaper price of raw 
cotton and the lower wage levels and overhead costs. 

The Tariff Commission has held that the different divisions of the 
industry are not equally affected by the threats of imports. The Sec- 
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retary of Agriculture may establish prices for raw cotton to be sold for 
each separate fabric category. Of course, he may also announce 
equivalent prices on cotton for groups of fabric categories. 

The above procedure for protecting the American textile industry 
has many advantages. And we believe it is the most practical method 
of protecting the textile industry that has yet been devised. 

First, it eliminates the double payment of the subsidy on cotton in- 
volved in the announced administration plan of equalization allow- 
ances, 

Senator, the first witness at this hearing was Mr. McLain, the As- 
sistant Secretary of Agriculture, and he explained and presented the 
plan which the Department of Agriculture is presenting for the pay- 
ment of equalization allowances to exporters of cotton goods of the 
United States, 

Mr. Martin, another witness before this committee, has already in- 
dicated that that particular plan will tend to finance and support and 
give benefits to speculators who will be exporting goods already manu- 
factured rather than encourage the utilization of the cotton surplus. 

This plan here that we are offering avoids all of these difficulties. 
In addition, it eliminates the double payment of the subsidy on cotton, 
as I indicated. 

The American Treasury now buys through the Commodity Credit 
Corporation cotton from the farmer at a price level prescribed by the 
farm legislation and administrative determination. It is suggested, 
by the newspxpers and blurbs from the Department of Agriculture, 
that the sale price of the 5 million bales will be about 10 cents below the 
domestic price. This is a measure of the cost under the equalization 
allowance program. 

The Treasury will now presumably be paying the cotton textile or 
products exporter a similar amount to enable him to sell abroad. The 
present bill will eliminate this cost by permitting the Commodity 
Credit Corporation to sell the cotton directly to the manufacturer at 
the price necessary to meet the prices prevailing in the world market. 
It will be a simpler procedure and eliminate the duplication in pay- 
ments. It will save the American taxpayer some $30 million or more 
per year, depending on the particular price set for this export. And 
this is one of the specific financial savings which we can authorita- 
tively estimate at the present time by the adoption of this type of plan. 

By adding the provision for the sale of raw cottons to the domestic 
textile industry to enable it to compete with foreign countries 
threatening to import in this country, we are offering another advan- 
tage to the American consumer who will enjoy the full benefit of the 
lower prices. The American taxpayer who has footed the bill for 
the Government purchase of raw cotton will receive a partial com- 
pensation in the form of lower cotton goods prices. 

The sale of raw cotton below the prevailing price floor for specific 
domestic purchases has been previously practiced by this Government. 
There are precedents for it. I could not in the short time available 
to me obtain a complete list of all these precedents, but it comes to 
mind that during the thirties, special prices were set for the sale of 
raw cotton for road construction, wadding, and similar products to 
encourage more extensive use for these purposes, and therefore it 
seems quite legitimate to provide also special prices to enable domestic 
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manufacturers to compete in foreign markets and to meet the com- 
petition of foreign producers in the domestic market. 

This approach to the protection of the textile industry has the 
advantage of avoiding the complicated processes of tariff negotia- 
tions with other countries. Equalization in competition is handled 
completely and simply through the adjustment of the raw cotton 
prices which had been in the first place fixed by the American Govern- 
ment. 

The American people must seriously reflect on their responsibilities 
to the textile worker. Their continued failure to act will considerably 
impair his status and security and eliminate thousands of additional 
jobs. 

Senator, we have had during the last 5 years one-quarter of a million 
jobs eliminated from the basic textile industry, which represents over 
20 percent of the employment, and this is another serious threat. 

The Textile Workers Union of America appeared in support of the 
principle of 90-percent parity for farm prices. We believe that the 
cotton farmer is entitled to a proper return on his efforts. We urge 
that similar consideration should be shown to the textile worker in 
the protection of his job, and we are surprised that the cotton organi- 
zations, particularly the Cotton Council, which obtained our support 
in the matter of cotton prices, is absent at the present time to carry 
out their legitimate job of protecting the cotton textile industry in this 
country. 

The two-price system resulting from the sale of 5 million bales of 
raw cotton at world prices cannot but seriously injure his security if 
provisions are not made to protect him from the loss of foreign and 
domestic markets for the goods which he produces. 

The failure to enact a quota system demands an alternative course 
be adopted. The system of equalization allowances announced by the 
administration is inadequate and costly to the American taxpayer as 
it provides for the double payment of the subsidy; once to the farmer, 
and another time to the exporter. 

A simpler and more direct procedure for helping the industry is 
to instruct the Secretary of Agriculture to sell the surplus cotton to 
the American industry at prices which would enable the exporting 
manufacturer and the producer for domestic consumption to meet 
the competition from foreign competitors. It would enable the Amer- 
ican textile industry to hold both its domestic and foreign markets. 

The bill as amended would enable us to sell our cotton surplus 
abroad and help maintain the domestic textile industry at its current 
level, 

_That is all we are seeking, Senator, and it seems to us a responsi- 
bility upon the Congress and the administration which enacted this 
farm bill to provide this minimum protection for the industry and the 
workers whom they will injure by the present. farm bill. 

Senator Hicken Looper. Thank you, Mr. Barkin. 

Mr. Woolley. , 
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STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, 
AMERICAN FARM BUREAU FEDERATION ’ 


Mr. Woottey. I will take about 1 minute of your time, Mr. Chair- 
man. 

Senator Hickentoorer. You may take 2 minutes. 

Mr. Wootiey. My name is Frank K. Woolley, legislative counsel 
for the American Farm Bureau Federation. 

We have a statement, Mr. Chairman. It is merely two pages long. 
I can tell you very briefly what is in that. 

Senator HickenLoorer. Will you read it? 

Mr. Woottey. I can tell you very briefly what is in it. 

Senator HickenLoorer. Do you want to file the statement ? 

Mr: Woottry. Yes. I will file the statement. 

(The prepared statement of Mr. Woolley, in full, is as follows :) 


The American Farm Bureau Federation welcomes this opportunity to present 
its views with regard to S. 4156 which directs the Secretary of Agriculture to sub- 
sidize textile mills for 4 years to the extent of not less than 750,000 bales of cotton 
per year at prices which will allow the textile industry to regain the level of tex- 
tile exports maintained by it during the period from 1947 to 1952. 

Certainly, we have no quarrel with the first section stating the purpose of 
the bill. We recognize that the exports of finished textiles from the United 
States.is a very important part of the textile market, and we fully recognize the 
importance of a prosperous domestic textile industry, since it is the primary 
consumer of our raw cotton. 

However, we do not believe that a successful export subsidy program with 
respect to cotton textile products can be worked out by making payments to 
the textile mills that spin the cotton. 

We are aware of the necessity for equalizing the competitive situation of 
domestic textile mills with foreign mills which are obtaining the advantages 
of the present cotton export subsidy program. With this in mind, we have made 
recommendations for such a program to the Department. The Department has 
announced its intention of developing the details of a program designed to cope 
with the problem taking into account the structure of the various industries con- 
nected with the export of cotton textiles. 

In 1939, the Department of Agriculture carried on a textile export subsidy 
program which according to our information worked satisfactorily at that time. 

The difficulty with S. 4156 occurs in connection with the idea that payments 
will be made directly to the mill purchasing the cotton. The textile manu- 
facturers quite generally agree that in a high percentage of cases the industry 
could not follow the product through the channels of trade from the mills to 
the exporter unless the mill happened to be a completely integrated operation 
from the raw material through to the exporter. We understand that only about 
10 percent of the exports of textile products come from completely integrated 
operations. Exporters may frequently collect items from 30 or 40 textile mills 
which have gone through the hands of various converters and finishers. 

The exporters themselves do not know the origin of much of what they export. 
An example of the kind of problem involved is as follows: A domestic dress 
manufacturer makes up a considerable number of a particular type of dress for 
a particular season for sale here in this country. If the weather turns out to be 
unseasonal, an exporter might buy up these dresses at distress prices and move 
them into export. Accordingly, in view of these kind of difficulties we think 
it would. be practically impossible to. prevent cotton subsidized at the mill from 
entering the domestic market. Therefore, we must oppose S. 4156. 

Insofar as the price of domestically produced raw cotton is a factor, we be- 
lieve that the program now being worked out by the United States Department 
of Agriculture should provide the kind of an equalization fee that will enable 
domestically fabricated cotton products to continue to compete in world trade. 
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Mr. Woo.tey. We are sympathetic with the objectives of S. 4156, 
However, we do not believe that this is the approach that will 
properly solve the problem. 

We know that we cannot subsidize the export of American cotton 
to foreign mills and not at the same time maintain an equalization 
fee that will eliminate any unfair competition by reason of that raw 
cotton. 

Accordingly, we favor the program that the Department of Agri- 
culture is trying to perfect at the present time, to carry on an equali- 
zation export subsidy program. We think that it has to go to the ex- 
porter, however, and it cannot go to the mills, for the very simple 
reason that a high percentage of the cotton textiles manufactured in 
the United States are manufactured by mills that are not integrated, 
and not being integrated, they cannot follow that cotton through to 
the export channels, and the exporters cannot tell anyone which ‘mills 
are the source of the textiles in many, many instances. 

We have some illustrations in this statement that I have prepared 
for the benefit of the committee. 

We think that the Department of Agriculture’s proposed program 
will solve the problem. 

[ might mention this. I was a little surprised to hear the testi- 
mony this morning of some of the witnesses that appeared before 
the committee in which they indicated that the purpose of the bill was 
to equalize the differential between the labor rates of foreign textile 
workers and domestic textile workers. The bill itself does not say 
anything about that. 

The bill is premised on the proposition of reest: rblishing and main- 
taining a fair historical share of the world market in cotton textiles. 
[t does not say anything about protecting the domestic industry, and 
is not predeicated on that basis whatsoever. 

We would be opposed to any kind of program which would seek 
to use cotton to subsidize textile mills to equalize labor rates and other 
such cost factors. 

[ think also it might be well, Mr. Chairman, to have in the record 
a copy of the statistics showing the quantity of cloth exports from 
the United States by years beginning with 1920 and coming on down 
to date, since the discussion indicates that there should be maintained 
a level of textile exports by a subsidy program that is completely out 
of keeping with the history of our cotton textile exports. 

These figures I will be happy to supply for the record. 

Senator Hickenvoorer. Let me ask you, Mr. Woolley, this: Some 
mention has been made of the years 1947 to 1952. It runs through 
my mind that a great deal of the cotton mills of the rest of the world 
during that period were either not producing or were just coming 
back into production following World War II. 

Mr. Wootiey. Yes, sir. 

Senator HickenLoorer. And beginning in the early fifties, the Jap- 
anese began to come back in in a more substantial way into the world 
competitive cotton-goods production. 

Mr. Wooutey. That was true of not only the Japanese, but it was 
also true of the European textile manufacturers. 

Senator Hicken Looper. The European textile manufacturers ? 
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Mr. Woottey. That is right. 

Basically, the figures are » that in the twenties we aver: aged between a 
low of 465 million yards to 587 million yards of exports except for 1 
year, 1920, which was 800 million yards. That was the 1 year right 
after = orld War I when the effect of postwar activity was ‘similar to 
1947- 

Senakel Hickenwoorer. I noticed the effect. In 1947, for instance, 
we exported 1,474 million yards. 

Mr. Woottey. Yes. 

Senator Hickentoorrr. And then we dropped down. 

Mr. Woottey. I certainly do not want my testimony to indicate 

that we are opposed to the domestic cotton mills obtaining just as much 
as they can of world trade. 

Senator HickeNLoorer. Oh, no. 

Mr. Wootitey. Weare in favor of that. 

However, we think that a subsidy program that is designed to main- 
tain or regain our historic markets should be based upon a realistic 
appraisal of what those markets were rather than a nonrepresentative 
period of time. 

Senator Hicken.Loorrer. Thank you, Mr. Woolley. 

Mr. Woottny. Yes, sir. 

Senator HickenLoorer. You would like to have this placed in the 
record 

Mr. Wootiey. Yes. 

Senator HickenLoorer. These figures will be placed in the record. 

(The statistical table referred to is as follows :) 


Total cotton cloth exports from United States by years 


{Million square yards] 





Year: Exports | Year—Continued Exports 
ale ae 818.8 10-year average, 1930-39__ 299.6 
OIE Fs cvatckcubertl di i ancncieliil 551.5 Feri icnscsncrtiaisansclaniiihinine ceetinatl 357. 9 
PN spicata ak i batabnginsiaiediihinien ing 587.5 TEI ss Xi eextinnn ai ciemaeneniiainnmia aster 586. 7 
ho sciihltttinsnentgplinann cnet 464. 5 Stic etecienseeecapaniitcenhie 447.8 
RN ith aetehikachta tain anniv 477.8 We inks icctesndecrennientnael 538. 5 
ps EE Ae et eae a 543. 3 Sn sititlmeninig caraesianeemmomanaetil 638. 1 
| SS eee 513.3 cian sent iet tainee a eee ots ona 8 
I Oeil £2). an ceili deeenpesininaiagnils 565. 0 ties ca eocnice en acne ametliiamig atone 774.9 
iis cilinanicanncink ieaclessinsaneaiilia 546.8 BE ence dancer aaae a 474, 8 
Bc itil tiitlinen rates igh oy mpitiioe 564. 4 TIA: cencsnscinttadarncaieedaomaniein 940. 4 
10-year average, 1920-29. 563.3 Ri lL A AP 880. 2 
id inth 6 deinen cin nmin 416.3 10-year average, 1940-49__ 731.2 
i iahiis iata ht cits deception steel 367.0 Aa 556. 3 
Rin satan emittict dnc herenpiveniy 375. 4 Jililicieinscetisenace-seasiaietmmannene 802. 5 
Ret bitindiatintinthennntebdones 302. 0 Fiat nesnninc dinintniaenaetaramaen 760. 7 
ibs ctbeenntnpnditaincbervnnpibanin 226. 3 Tail iasisicinteceatediee~saiieniianntentenee 620. 8 
We iseecciitineiiindencininnd 185. 6 Deities onceeteneeen Lo 605. 1 
Pics dinti ciel t ibinnsapersetingsined 200. 5 a an oc heen ene 539. 5 
1937 oe qos a0 a oe wes eee ase 236. 3 1956 ee ee ee ea 555. 3 
BAIL 5, cenit bili eth ins tates; aceienpaty 319. 6 7-year average, 1950-56... 634.3 
BI dndinndatietetcmennoraial 367.5 


1 Linear yards. 

21947-—52 average, 902.4 million square yards. 

® Based on first 4 months. 

Source : 1920-54, Bureau of the Census ; 1955-56, Textile Export Association. 


Senator Hickentoorer. Are there any other witnesses here! 
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(No response. ) 

Senator Hicken Looper. If there are no other witnesses, then the 
meeting of the subcommittee will adjourn. 

(Whereupon, at 11:58 a. m., the subcommittee adjourned.) 


STATEMENT FILED By Reap P. Dunn, Jr., DrrecTror OF FoREIGN TRADE, NATIONAL 
Corron CoUNCIL OF AMERICA 


This statement is made for the National Cotton Council of America whieh 
represents all six primary groups of the cotton industry—the growers, the 
ginners, the merchants, the seed crushers, the warehousemen, and the cotton 
manufacturers, 

At the outset, let me say, that the cotton council greatly appreciates the inter- 
est which the authors of this bill, S. 4156, have shown in the very real problem 
facing the cotton industry, and especially the manufacturing section. We are 
in general accord with the objectives of this bill: “To assist the United States 
cotton textile industry to reestablish and maintain its fair historical share of 
the world market in cotton textiles so as to (1) insure the continued existence 
of such industry, (2) prevent unemployment in such industry, and (3) allow 
employees in such industry to participate in the high national level of earnings.” 

As a matter of fact, these objectives are completely in line with the resolutions 
of the National Cotton Council, adopted at its last convention, calling for actions 
to reestablish and maintain traditional export markets for United States cotton 
and cotton textiles. 

The National Cotton Council has been endeavoring to achieve these same 
objectives. As soon as the raw cotton export program was announced by the 
Secretary of Agriculture, the council met with representatives of the various 
sections of the industry, including the manufacturers and the cotton textile 
exporters, in an effort to develop plans for equalizing the cotton cost in textile 
exports. It was clearly understood that some action by the Government was 
necessary in order to equalize the cost of cotton to American mills for export in 
the form of products with the cost of cotton to foreign mills under the special 
cotton export program. It was generally agreed at that time that the preferred 
procedure was for the Department of Agriculture to pay directly to cotton textile 
exporters an amount equal to the differential in the domestic price and the export 
price of raw cotton, calculated on the cotton content of the textile product ex- 
ports. This was the principle of the program which had been in effect just prior 
to World War II. 

The Department of Agriculture on May 21, 1956, announced that the benefits 
of the previously announced export program for raw cotton would be extended 
to cover cotton textiles, cotton yarns, and spinnable cotton waste. On July 12, 
1956, the Department made a further announcement to the effect that the assist- 
ance to the export of United States cotton products to be shipped on and after 
August 1 would be available through cash equalization payments from the CCC. 
This is the principle and the procedure recommended by the industry. The final 
details are yet to be worked out. 

S. 4156 seeks to encourage textile exports by directing the Secretary of Agri- 
culture to make available to textile mills directly surplus cotton owned by CCC 
at prices which will allow the cotton textile industry to regain the level of 
exports of cotton products maintained by it during the period 1947. through 1952. 

The mechanics of the arrangement proposed in the legislation are so difficult 
as to make this kind of program practically impossible. In most-eases mills 
which use raw cotton directly, that is the spinners, do not know whether the 
yarn they produce will ultimately be made into products for domestic consump- 
tion or products for export. Bven the weavers, who represent the second stage 
in manufacturing, do not generally know the final destination of their products. 
Except for a few integrated mills which have their own export sales-division, 
cotton products are sold to merchants. The merchant may accept an export 
order or a domestic order. Only in a few instances where special specifications 
are required, does a textile exporter place an order directly with a manufacturer 
for export. Under these circumstances it would be extremely complicated to 
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prove that the particular cotton made available by CCC from surplus stocks at 
lower prices actually was exported. Even an arrangement to provide that the 
benefit of the lower cotton cost was given to all those various groups engaged in 
the processing and distribution of cotton products for export would be extremely 
complicated both for the Government and for the industry. It was for this rea- 
son that the cotton council and other segments of the industry recommended a 
direct equalization payment to the exporter of cotton textiles. 

Therefore, it is our opinion that the best course is for the United States Depart- 
ment of Agriculture to proceed with the cotton equalization payments already 
announced in principle for the purpose of maintaining and encouraging cotton 
textile exports and that 8. 4156 not be enacted. 


Xx 





